World service exports have grown at a rapid rate over the past few decades. While some countries have benefited from the surge in service exports, others have been left behind. This paper provides a snapshot of South Africa's comparative performance in service exports, using a new measure of revealed comparative advantage, the normalised revealed comparative advantage (NRCA). Countries are ranked according to their performance in 10 service export sectors. South Africa is found to reveal a strong comparative advantage in travel service exports (tourism). A discussion of the travel services sector follows, with historical, theoretical and empirical evidence to support the NRCA findings.
INTRODUCTION
While world service exports have increased rapidly over the past three decades, often surpassing the high growth rates of merchandise exports, the high growth rates have not been shared by all; country experiences differ by region, development level, country size and over service sector. Understanding the growth in service exports is important because a growing service sector is associated with a rise up the per capita income ladder and improvement in the level of the development. One avenue for this to occur is through the contribution of service exports to a country's economic growth (Mattoo & Hoekman 2008) .
This paper provides a comparison of services exports on a global scale. It ranks countries' normalised revealed comparative advantage performance by sector in 2005, which allows a comparative analysis of 10 service sectors for 147 countries. Following this, South Africa's performance is assessed. It is found that, in 2006, South Africa revealed a comparative advantage in only two sectors, namely communications and travel services, with travel services -or tourismthe stronger of the two. This will be followed by a discussion of travel service exports in South Africa, providing historical, empirical and theoretical evidence to support the comparative results.
DEFINITION AND MEASUREMENT
The World Trade Organisation (WTO) classifies four modes of service trade: Mode 1 is defined as the supply of a service from the territory of one member (country) into the territory of another member (also known as cross-border supply); Mode 2 is the supply of a service in the territory of one member to the service consumer of any other member (consumption abroad); Mode 3 is the supply of a service by a service supplier of one member, through commercial presence in the territory of any other member (commercial presence); and Mode 4 is the supply of a service by a service supplier of one member, through the presence of natural persons of a member in the territory of any other member (presence of natural persons) (UN 2002) .
The measurement of trade-in-services has been a serious constraint on sound research. The only source for accurate service trade statistics is the current account of the balance of payments (BOP), compiled in South Africa by the Reserve Bank and published in the Quarterly Bulletin. The fifth edition of the International Monetary Fund (IMF) Balance of Payments Manual (BPM5) proposes that statistics disaggregate trade-in-services between residents and non-residents into 11 sectors: transportation, travel, communications services, construction services, insurance services, financial services, computer and information services, royalties and license fees, other business services, personal, cultural and recreational services, and government services (WTO 2006:10) . The South African Reserve Bank currently publishes only two categories, transportation services (5700Y) and travel services (5043Y), with other services (5051Y) the difference of total services (5002Y) and transportation and travel. Transportation services are split into passenger fares (5041Y) and other transportation services (5042Y), while travel services are split into business travel (5701Y) and other travel (5702Y). The Reserve Bank is in the process of expanding the existing selection of service categories.
Yet, even if access were available to the full coverage of service categories as proposed by BPM5, no feasible disaggregation would be possible between the different modes of supply. To do this, MSITS proposes the measurement of services by foreign affiliates within the framework of Foreign Affiliates Trade in Services (FATS) statistics. This framework describes the operations of foreign affiliates (including indicators such as turnover, exports and imports of goods and services, number of enterprises, etc.) with a particular, but not exclusive, focus on services (WTO 2006) . However, while some countries have benefited from the surge in service exports, others have been left behind. Table 1 provides an overview of the growth in service exports across the globe. Asian countries have seen the highest growth in service exports since 1980, at 10.28% annually throughout the period, with most of the rest of the world achieving only moderate rates. This resulted in a warning by Langhammer (2002) that such growth will be limited to country-specific episodes, such as the growth in Indian IT exports. Since 2000, however, African countries have exhibited remarkably high growth rates in service exports, at an annual rate of 12.84% over six years. Although such growth is from a small base, it is in sharp contrast to the modest growth rates of the preceding two decades. Table 2 gives the breakdown of service exports by type. Transport, travel and other business services cover more than 75% of total service exports. These categories are also the most reported per country (146 countries for transport, 147 for travel and 136 for other business services), and therefore reveal the most reliable comparative advantage figures (see later). Fewer countries report complete disaggregated data over all categories; only 87 countries reported construction service exports. While this may influence the results, the countries excluded are of relatively moderate size compared to the leading industrial nations, and would therefore have little significance on the comparative advantage as calculated for the other countries.
SOUTH AFRICAN SERVICE EXPORTS
The first service export data that are available for South Africa comes from 1946 (SARB 2008 , 1946 SOURCE: SARB (2008 , own calculations
REVEALED COMPARATIVE ADVANTAGE
The theory of comparative advantage is derived from David Ricardo's insight that trade benefits countries that specialise in the production of goods and services with the lowest opportunity costs. Empirically, comparative advantage is revealed through the Balassa index (Balassa 1965) . iii The RCA measure is derived from the following formula:
where Xij represents exports of sector i from country j. The numerator represents the percentage share of a given service sector in national exports. The denominator represents the percentage share of a given service sector in world exports. When RCAij is above 1, country i's competitiveness in product j is greater than its average competitiveness, in other words country i's comparative advantage is revealed.
The naturalised RCA measure was developed by Yu, Cai and Leung (2009) 
COMPARATIVE RESULTS
The results are reported in A number of countries that specialise strongly in service exports can be identified from the results: Denmark, Greece, Norway and South Korea in transport services; the USA, Spain, Turkey, France and Greece in travel services; the UK, the Netherlands, India, Kuwait and France in communication services; Japan, Germany, France, Russia and the Netherlands in construction services; Ireland, Switzerland, the USA, Luxembourg and Canada in insurance services; the UK, Luxembourg, the USA, Switzerland and Ireland in financial services; India, Ireland, the UK, Israel and Luxembourg in computer and information services; the USA, Japan, Britain, Sweden and Finland in royalties and licence fees; the UK, Austria, the USA, Ireland and Singapore in other business services; and the USA, the UK, Malaysia, Canada and Hungary in personal, cultural and recreational services.
The G8 countries perform relatively well on the rankings of RCA service exports. The UK, for example, is decidedly a service export economy. It reveals comparative advantage in eight of the ten service sectors, six of them with a high NRCA score. The largest developing countries are not as specialised as the G8 countries in the export of services. China, for example, currently has no revealed comparative advantage in the services sector. Brazil and Mexico have only weak comparative advantage in "Other business services" and insurance. In line with the literature, India is remarkably specialised in computer and information services (D'Costa 2003; Gordon & Gupta 2004; Tharakan, Van Beveren & Van Ourti 2005) . Furthermore, India also has a high ranking in communication service exports, as well as a positive NRCA in construction, insurance and other business services. Some smaller developing countries seem to specialise in service exports: Egypt, for example, ranks high in various sectors, including transport, travel, communications, construction, and personal, cultural and recreational services. Table 3 shows that South Africa reveals a strong comparative advantage in only one service sector: travel service exports. iv The results for South Africa are discussed below.
SOUTH AFRICA'S COMPARATIVE ADVANTAGE IN SERVICE EXPORTS
A number of studies have investigated South African service sectors, including the financial sector (Butterworth & Malherbe 1999) , construction (Teljeur & Stern 2002) , transportation (Naudé 1999) , distribution services (Achterberg & Hartzenberg 2002) and communications (Hodge 1999) . v These studies find some growth in the post-1994 period, but due to the nature of the analysis (sector-specific) cannot conclude whether such a sector has a relative trade advantage. That is one aim of this study. While Table 3 Apart from the fall in the RCA of insurance services in 2001 (which is due to the dramatic decrease in South African insurance service exports, from $450.9 million in 2000 to $53.5 million in 2001 in the dataset) and a growing RCA for government services, the time trends seem to be relatively stagnant, suggesting that a country's comparative advantage is a slow-moving variable. Communication services revealed a rather strong, but declining, comparative advantage over the first decade. This may simply be due to more countries with higher average communication service exports being added to the analysis. However, it is noteworthy that communication services in the last year of analysis again revealed a comparative advantage, although a relatively weak one.
The time trends in Figure 2 clearly show that travel service exports maintained a strong comparative advantage throughout the period under analysis. Even during economic sanctions and isolation, South Africa maintain a strong, although declining, RCA. Since 1995, however, the RCA has increased significantly, even as more countries were added to the analysis.
TRAVEL SERVICE EXPORTS FROM SOUTH AFRICA
Unlike other traded service industries, travel services are defined by the user of the service and not by the type of good or service sold: the consumer (user or traveller) moves to a different country to obtain goods and services. vii Travel services entail all goods and services that are acquired by travellers in an economy during visits of less than one year (except patients and students, who may exceed the one-year limit) (UN 2002). These services exclude transportation services provided by carriers not resident in the particular economy being visited, as well as international carriage of travellers, both of which are included under passenger services in the transportation service industry (UN 2002) . Also excluded are purchases of goods for resale in the traveller's home economy or elsewhere.
Travel service exports accounted for more than 65% of South Africa's total service trade in 2006, significantly higher than the world average of 38% (UNCTAD 2008). Is there any historical, theoretic or empirical evidence to support this strong comparative advantage in travel service exports?
South Africa has a unique history of travel service exports. The first Europeans settled in the Cape to provide basic necessities to passing Dutch ships sailing between Holland and the East Indies. Apart from stocking these ships with provisions, which included fresh water, food and firewood, the sailors and soldiers aboard these ships also took time to relax and enjoy themselves, and rebuild their strength in time for the second leg of their journey. Cape Town became known as the "Tavern of the Seas" (Ward 2007 ). Nearly every house in Cape Town was used to provide travel service exports -accommodation, food and drinks, and entertainment (Schutte 1980) . Injured and sick travellers were also treated by the Dutch East India Company (VOC) hospital. According to Van Duin and Ross (1987) , an average of between 9 700 and 11 600 men visited Cape Town every year from 1720 to 1780 on the ships of the VOC, and this had an important impact on the Cape economy (Boshoff & Fourie 2008a) . Given that the European male population for the entire Cape Colony equalled 2 913 in 1780, and that the entire population, including children and slaves, equalled 22 257, the number of visitors is staggering (Van Duin & Ross 1987) . A survey conducted in 1732 shows that close on 60% of the people employed in Cape Town were involved in the service sector (Schutte 1980) . Not only were travel service exports important for employment creation, but they had significant spin-offs in related industries (such as agriculture and viticulture) during the period of Dutch rule in the Cape (Boshoff & Fourie 2008b) .
A lack of sufficient statistical evidence undermines any attempt to discuss the role of travel service exports during much of the nineteenth century. The economy of South Africa changed rapidly after the discovery of diamonds (1867) and gold (1886). The diamond and gold mines brought with them a wave of travellers and immigrants, resulting in fast-growing cities in the interior, most notably Kimberley and Johannesburg. The size and significance of travel exports during the early period of the twentieth century is unclear, although it is expected to be small in comparison with the rich mineral exports. viii
Mainly as a result of the improvement in air transport, travel service exports performed well during the 1960s and early 1970s. According to Van Staden (1988) What were the reasons that attracted these visitors? Already in 1982, and before the exponential growth in post-apartheid tourist arrivals, Anton Rupert (1982:7-8) wrote in his Priorities for coexistence: "What is this diversity which makes South Africa such a sought-after trading partner and an increasingly popular tourist attraction?" He attempts an answer by noting the "varying climatic conditions which are clearly reflected in a striking variety of flora … [The] lovely scenery, a glorious sunny climate, unparalleled mineral wealth and an exciting variety of animals … Table  Mountain alone boasts a greater number of botanical species than are to be found in the entire British Isles" (Rupert 1982:7-8) . Furthermore, "the population … is made up of people with completely different backgrounds and origins. Among this heterogeneous mixture of peoples there is a unique diversity of life-styles, cultures, languages, faiths and social systems" (Rupert 1982:7-8) .
He summarises: "We have a diversity of peoples and of natural resources which invite the construction of an economic model appropriate for the world as a whole. In its ethnic, cultural, sociological and economic complexity, South Africa is a microcosm of the world. Diversity … affords wonderful opportunities" (Rupert 1982:12) . Even then Rupert's sentiments were supported by empirical evidence. Of the 5 053 questionnaires completed in a tourism survey in 1978, 77% noted "Scenery and Landscape" as the most important reason for their visit (Ferrario 1978) . "Wild life" and "Natural vegetation" were the second and third most important reasons listed. South Africa's unique natural and cultural attributes are also noted by contemporary travel research (Rogerson 2006; Rogerson & Kiambo 2007; Rogerson & Visser 2004; Saayman & Saayman 2003; Saayman & Saayman 2008 ). ix
It is not only the natural environment that attracts foreign visitors; on the supply side South Africa's built environment is larger and of better quality than many other developing countries. South Africa has relatively well-developed infrastructure (Bogetic & Fedderke 2006; Fourie 2006) In addition to the physical supply attributes of the country, there are relatively few trade barriers to travel service exports. Netshitomboni and Stern (2002) note that, of all the service categories, travel service exports do not appear to face significant barriers to entry in the four largest service importing countries. The South African government has made several commitments in almost all of the sub-categories in the tourism and travel sector by signing the GATS agreement of the WTO. The only sub-sector where no commitments were made is the sub-sector designated as "D. Other". xi This category is reserved for travel and tourism services not included in the other sub-categories. The implication is that, when a service sector is omitted from a schedule, that country has no obligations regarding market access and national treatment in the specific sector. This means South Africa is free to introduce new measures to deny market access to or the operation of services in those omitted sectors. xii Hotels and restaurants (including catering), travel agencies and tour operators, and tourist guide services were committed under the core sector of services related to Tourism and Travel. The only limitation in the sector is found in sub-category A: Hotels and restaurants (including catering). In Mode 1 (Cross-border supply), hotels and restaurants were left 'Unbound', indicating South Africa wishes to remain free in that given sector and mode of supply to introduce or maintain measures inconsistent with market access or national treatment. xiii However, catering, under Mode 1, was liberalised by indicating the word 'None'; this denotes full liberalisation, meaning that foreign suppliers of services are free to establish and operate a business in South Africa. Tourist guide services are indicated as Unbound*, meaning that no commitment is technically feasible or, in other words, it is impossible to supply the service in such a manner. The rest of the sector -with the exception of Mode 4 -was also fully liberalised (see Table 4 below). Entries in Mode 4 frequently read 'Unbound except as indicated in the horizontal section', and provide no real indication of the extent to which the movement of natural persons has been liberalised. The horizontal section has to be consulted before a determination can be made on the flexibility of service suppliers under Mode 4. Horizontal limitations are stipulated at the beginning of a schedule and are commitments that apply across the entire range of the scheduled service sectors. Examples of horizontal commitments usually include: application across sectors; flexibility of commitments; categories of stay of natural persons; durations of stay of natural persons; and conditions of entry, requirements and compliance by natural persons. xiv The liberalisation of South Africa in the travel service sector is consistent with the international experience (Hoekman 2006) . Travel service exports from South Africa have received relatively little attention from an international trade perspective. xv Hodge (1997) , using 1994 data, finds that travel service exports is the only service sector in which South Africa had a comparative advantage. He identified migrant labour as an important contributor to this service export, especially in the period of international sanctions against South Africa's apartheid regime, and predicted that this would be an important service export category for the future (Hodge 1997) . More recently, Saayman and Saayman (2008) empirically identified the determinants of South African Mode 2 travel exports. In agreement with the international literature, they found that income in the importing country is a main determinant of tourist arrivals (Saayman & Saayman 2008) . Using a VECM methodology, price competitiveness (as measured by the real exchange rate) and transport costs were also found to be significant determinants of tourism. Interestingly, climate (measured as the number of sunny days in Cape Town) is found to be positive and significant, except for visitors from Australia and Latin America. In more recent work, Fourie (2009) and Du Toit and Fourie (2009) find a positive and significant coefficient on a natural resource variable (measured as the number of UNCTAD Natural World Heritage sites per country) in a cross-country study using the NRCA measure. This lends some credence to the hypothesis that the natural environment contributes to South Africa's comparative advantage. It may further suggest that the South African tourism experience is substitutable with countries sharing similar natural attributes. Stern (2002) , however, finds that education and infrastructure are key determinants in travel service exports, while population, gross domestic product, per capita income, technology and land per worker have a negative impact on tourism. This supports his earlier finding that "wealthy countries are less likely to specialise in travel, sea transport, construction and communication services" (Stern 2002:8) . Yet the results of the comparative analysis above -specifically in the transport, construction and communication services sectors -seem to invalidate Stern's findings.
Is there any theoretical support for the hypothesis that South Africa has a comparative advantage in travel service exports? As mentioned before, the Ricardian model of comparative advantage is based on the idea that the opportunity costs of production determine the good that a country should specialise in. Therefore, in a two-country, two-sector model, even though a country might have an absolute advantage at producing both products, Ricardo argues that trade will still benefit both countries as long as the opportunity costs of production are different. A country should therefore specialise in the good with the lowest opportunity cost. The Hecksher-Ohlin theory of comparative advantage, given a number of limiting assumptions (such as zero transport costs), propose that a country will reveal a comparative advantage in those products where it has higher relative factor endowments, usually capital and labour. While the Hecksher-Ohlin theorem finds little empirical support (e.g. the Leontief paradox), an extension of the Hecksher-Ohlin theorem to: 1) include three factor inputs, namely natural resources, capital and labour (where natural resources are broadly defined to include scenery, landscapes and the fauna and flora), and 2) do away with the assumption of zero transport costs, could suggest that South Africa may have a comparative advantage in service exports and, specifically, in travel service exports. Intuitively, while South Africa is a capital-scarce country, labour-intensive exports should be exported. Unfortunately, given South Africa's high transport costs for products to international markets (Chasomeris 2005; Naudé & Krugell 2007) , Asian countries seem to have a comparative advantage in the export of labour-intensive goods. Given that the service industry reduces transport costs (transactions are done electronically and people use airports, whereas most goods use seaports xvi ), it follows that South Africa would have a comparative advantage in exporting labour-intensive services, rather than goods. Provided that travel services are the only service sector to benefit from the broadly defined natural resources factor endowment, and given the natural resource-intensive factor allocation, travel services are the sector likely to have a comparative advantage vis-à-vis the other service sectors.
South Africa ranks 14 th in the travel service export sector (as reported in Table 3 , a number of non-island countries may also vie for "competitor status": Turkey, Greece, Croatia, Austria, Egypt, Lebanon, Portugal, Morocco, New Zealand and the Dominican Republic.
A further important result is that a large number of these countries share borders with countries that also reveal a strong comparative advantage in travel service exports. While these countries may be 'competing' for the same tourist markets, countries with neighbours that have a high RCA may benefit from agglomeration effects in attracting tourists. A case in point is the high normalised RCA scores calculated for South Africa's neighbours, including Namibia, Botswana and Mozambique. While not revealing a comparative advantage, tourism in both Lesotho and Swaziland has a relatively larger impact on the economy than the world average. In the mould of the new trade theory, this may provide some evidence of agglomeration effects in southern Africa and, more broadly, in sub-Saharan Africa.
The South African government has emphasised the role tourism can play in promoting economic growth and development. The tourism sector is one of two priority service sectors in the government's ASGISA programme (Republic of South Africa 2006). xvii The results reported here support this emphasis on the travel service sector. xviii South Africa, together with Mauritius, were the only SADC member states actively participating in the successive services rounds to progressively liberalise trade in services. On 29 March 2006, South Africa submitted its conditional initial offer in the framework of the ongoing negotiations on services under the GATS. xix Although South Africa made several additional commitments, the situation in the tourism and travel sector remained unchanged. This is a clear indication that the sector is already regarded as being substantially liberalised.
Such an open trade policy suggests that the South African government has committed to promoting travel service exports. xx Other industrial policies to support the sector may include both demandand supply-side measures, including brand marketing, advertising, attending trade fairs and sponsorships, improving air access and transport infrastructure, ensuring a safe travel environment, training travel personnel and improving skills, hosting mega-events and protecting natural and cultural resources, amongst others. The role of governments in supporting the tourism industry is supported by the empirical findings of Du Toit and Fourie (2009) , who find a positive relationship between government prioritisation of tourism and a high revealed comparative advantage in travel service exports.
CONCLUSIONS
This paper ranks the revealed comparative advantage of 10 service export sectors across 147 countries. The rankings help to identify which countries are competitive in the export of certain services. South Africa only revealed a comparative advantage in one service sector in 2005 (2.18).
Travel service exports have yielded persistently strong NRCA scores since 1980, and these are also consistent with the historical, empirical, theoretical and policy evidence.
These comparative results can help countries to identify service sectors in which they have comparative advantage and enable them to plan trade and industrial policy accordingly. Given the importance of service exports for economic growth, such policies can have important implications for a country's growth and development trajectory. The South African government has correctly identified travel service exports -or tourism -as a trade sector with potential. 
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